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To Our Stockholders 


JCPenney's sales in 1973 rose 12.9 
per cent to a new high of $6.2 billion 
from 35.5 billion in 1972. This marked 
a milestone in the Company's history— 
the first time wo achieved 36 billion 
in sales. 

Net income in 1973 increased 11.8 
percent to St85 8 million from $166.1 
million in 1972. On a per share basis, it 
rose to 33.19 from $2.88. The net in¬ 
come in both years gives effect, on a 
pooling of interests basis, to the merger 
with The Educator & Executive Com¬ 
pany of Columbus, Ohio, in July 1973. 

The regular quarterly dividend was 
raised one cent a share to 28 cents 
effective with the August 1973 pay¬ 
ment. The increase marked the second 
one cent pershare rise in the quarterly 
dividend payment during the year. 

The most significant component 
of our sales increase was provided by 
our full line stores, which achieved 
a gain of 21 2 per cent. These stores 
showed a sizable profit improvement, 
a trend we expect to maintain as they 
continue to mature. It is noteworthy that 
over half of our full line store space has 
been in operation loos thdn§§/e years. 

The Company's smaller, soft lino 
stores contributed almost 40 per cent 
of all Penney store sales in the United 
States, These stores, which sell prin¬ 
cipally apparel and household textile 
merchandise, are still attaining higher 
profit margins, on the average, than our 
full line stores. 

Catalog had another strong year. 
Sales rose 23.4 per cent to $478.8 
million. Profit also increased substan¬ 
tially, reflecting the continued growth 
of this operation in terms of geograph¬ 
ical expansion, refinement of organi¬ 
zation and systems, and number of 
regular customers. 

We opened our first catalog sales 
centers in other than JCPenney stores 
in 1973—in seven The Treasury stores 
and nine drug stores. At year end, 


2 


there were 1,243 catalog sales cente§jp 
in operation, an increase of 112 over 
1972. A third catalog distribution cen¬ 
ter, in Columbus, Ohio, is scheduled 
for completion later this year, and we 
have taken an option on land for a 
fourth near Kansas City, Kansas. 

After reporting a small loss in 1972, 
The Treasury stores recorded a profit 
in 1973 with the development of a 
larger base of mature stores The Com¬ 
pany's other three domestic activities 
—consumer financial services, drug 
stores, and supermarkets—experi¬ 
enced little change in profitability from 
the prior year. 

European operations continued at a 
loss although there was considerable 
improvement over 1972, reflecting 
steps taken to strengthen those opera¬ 
tions We arc pleased with the sales 
performance of our recently opened 
stores m Italy and Belgium 

High shod term interest rates and 
an increase in net bad debt losses 
affected 1973 results adversely Interest 
expense was approximately 330 million 
higher than in 1972 

During 1973, we continued to con¬ 
solidate and refine the major compo¬ 
nents of the expansion program we 
embarked on in the sixties In addi¬ 
tion, we placefflfiiewcd emphasis on 
strategic planning for long term growth 
Underlining the importance of this 
function was the appointment of 
Donald V Seibert, Vice President and 
Company director, as Director of Cor¬ 
porate Planning and Development, In 
his new' position, Mr Seibert has re- 



William M. Batten 


sponsibility for coordinating the devel¬ 
opment of corMShfe business strategy 
and objectives and providing leader¬ 
ship in formulating programs to pursue 
those objectives 

Increased emphasis upon strategic 
planning has multiplied the need for 
accurate, quickly available information 
Fortunately, our ability to gather and 
process information is increasing at an 
accelerating pace. 

During the year, ttie Company 
placed two largo orders for electronic 
point-of-salo terminals, which are 
taking the place of cash registers m 
our stores. Included in the equipment 
ate Optica! Character Recognition 
wands, winch are used to "read" mer¬ 
chandise tickets arid credit cards. 

The new computerization will enable 
our stores to obtain immediately the 
sales rate of fast-moving and slow- 
moving items, inventory levels, and 
other mcrdSflidising information Criti¬ 
cal local decisions on reorders and 
markdowns will be better timed for 
optimum results Customer service 
will bo further improved by speedier 
credit authorization. 

As technology looms large in our 
long term planning, so also docs our 
concern for people and the quality of 
life. Dealing with sbbletal and. en¬ 
vironmental matters has become more 
and more an integral part of the on¬ 
going business process. 

Along with other statistical indices 
of the Company's operations, on page 
23 of this report we include for the 
first time data showing the present 
status of our Affirmative Action Pro¬ 
gram. This effort, a top corporate 
priority, is directed toward appropriate 
representation of minorities and women 
across all levels of employment. 

Our business with minority-owned 
suppliers last year increased to over 
$8.0 million from $5.2 million in 1972. 

At the same time, we had working re- 
lationsit’^i with 10 minority-owned 
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The JCPenney 
Design System 



As we reach out for new, younger, and 
increasingly sophisticated customers, the 
communication ot what we represent is a 
critical factor in our planning. Being distinc¬ 
tive in today's crowded marketplace is one 
challenge; communicating this distinctive¬ 
ness is another. 

We want to be recognized for youthful¬ 
ness and fashion, for good taste and our 
awareness of what's happening around us. 
We want to be regarded as people who 
look to the future, a .Ggmpany in perpetual 
transition. 

At the same time, we want our appeal to 
shoppers to embrace the old-fashioned 
qualities, like honesty, integrity, service, 
straightforwardness, and value. 

What people think of us is strongly influ¬ 
enced by the way they see us. Each fleeting 
visual impression is a direct and imme¬ 
diate communication to them from us. That 
is why our design system embraces so 
many aspects of out business: from the 
archilecture and signing of our JCPenney 
ipjes to the maintei^ce and identifica¬ 
tion of our service vans, from the cover and 
layout of our 1,128 page catalog to the label 
on a boy’s shirt. 

Designers are at work in many different 
areas of our Company To help them pro¬ 
duce a consistent j£3%nney look and style, 
manuals have been developed on such 
subjects as graphic standards, business 
forms, packaging 
guidelines 

How should a lette'r-b.fi'set up 9 That’s 
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We’ve given the denim look a soft new twist. 

If you think the denim look is nothing but stitches and snaps, 
come to JCPenney. We've got a soft, cuddly denim-colored 
yarn you can knit into any look you like. Our Malina yarn comes 
in three shades of denim. The color in the shawl is 
Blend 2, for the worn denim look. And Malina yarn is made of 
50% Acrilan acrylic, 50% Spectran 10 polyester, to wash and dry 
easily, hold its shape beautifully. $1.29 per 4 oz. skein. 
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1973 Review of Operations and 
Financial Information 




So many and varied printed materials 
are required by our Company that 
sometimes we seem to be in the 
printing business. Whether directed 
to our customers, our suppliers, 
our own employees, or to any num¬ 
ber of specialized publics, the 
consistency of the cumulative im¬ 
pression made is most important. 

Our internal communications have a 
special priority of attention, as this 
is the way we demonstrate to all 
employees the importance of the 
correct implementation of the design 
system. 


Salos in 1973 wore $6.2 billion, an increase of 12.9 per cent over 
the $5.5 billion in 1972. Operating divisions contributed to sales 
as follows: 

Per cent increase 


(In millions) 

1973 

1972 

All 

parative 

Penney stores 

Full line. 

. $3,111.2 

$2,566.8 

21.2 

10.2 

Soft line. 

2,067.2 

2,084.9 

(.9) 

4.2 

Total . 

5,178.4 

4,651.7 

11.3 

7.5 

The Treasury stores 

349.9 

284.5 

23.0 

5.5 

Drug stores. 

154.9 

132.5 

16.9 

10.4 

Supermarkets . 

110.9 

100.2 

10.6 

1.4 

Mail order . 

101.1 

89.0 

13.5 

— 

European operation: 

3. 348.5 

271.7 

28.3 

7.5 

Total sales . . . 

. $6,243.7 

$5,529.6 

12.9 

7.5 

Catalog merchandise s 

old through stores 

is included u 

i the sale 

s ol 

those stores. Drug and 

supermarket sale: 

through Penney and 



Treasury stores are included in the sales ol the latter divisions. Food 
sales by European operations are included in that division's sates. 
Comparative units are those in operation throughout both 1973 
and 1972 For lurlher analyses ol sales, see the discussion below ol 
each division's operations and the Ten Year Operations Summary 
on page 31 


The table below lists unaudited sales for each quarter: 


Per cent 


(In millions) 

1973 

1972 

ncrease 

First Quarter . 

. $1,299.6 

$1,106.0 

17.5 

Second quarter . 

. 1,385 3 

1,227.2 

12.9 

Third quarter. 

. 1,558 9 

1,404.5 

11.0 

Fourth quarter . 

. 1,999.9 

1,791.9 

11.6 

Year. 

. $6,243.7 

$5,529.6 

129 


In the ten years ended January 26,1974, sales have grown at 
the compound annual rate of 12.7 percent. 


Net income was $185.8 million in 1973, an increase of 11.8 
per cent over the S166.1 million earned in 1972. The net income 
in both years gives effect, on a pooling of interests basis, to the 
merger with The Educator & Executive Company, which added 
$3.2 million in 1973 and $3.5 million in 1972. 

Income before income taxes and other unconsolidated sub¬ 
sidiaries was $346.0 million in 1973, an increase of 11.2 per 
cent over the $311.2 million in 1972. 

Net income per share increased in 1973 as shown in the 
following table, listing the unaudited amounts for each quarter: 



1973 

1972 

Increase 

Primary 

First quarter. 

. $ .44 

$ .36 

$.08 

Second quarter. 

.60 

.52 

.08 

Third quarter. 

.84 

.78 

.06 

Fourth quarter. 

. 1.31 

1.22 

.09 

Year. 

. $3.19 

$2.88 

$.31 

Fully diluted—year. 

. $3.18 

$2.87 

$.31 


In the ten years ended January 26,1974, primary net 
income per share has increased at the compound annual rate 
of 11.8 per cent. 
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The Company’s drug stores, which average 6,400 square 
feet of net selling space, offer prescription drugs, health and 
beauty aid products, and other drug store type merchandise, 
with prescription drugs aqgSfegnttftg for approximately 24 per 
cent of 1973 sales. In addition, the Company is testing the 
operation of catalog sales centers in some of the units opened 
in 1973. 

At year end, Thrift Drug operated drug and health and beauty 
aid departments in 25 The Treasury and 10 Penney full line 
stores. The results of these operations areTriat'uded in the results 
of those divisions. 

Drug stores' profit margin declined from the prior year, but 
■^pere was little change in profit. 

Supermarkets, which average 15,000 square feet of net selling 
space, are located primarily in department and discount stores 
operated by other retailers. The results of food supermarket 
operations in The Treasury, Penney full lin&^aiiid.European stores 
are included in the results of those divisions. 

Profit in 1973 was about the same aijjlfhe prior yeai. 

Mail order consists of catalog operations serving customers who 
order merpterKhse directly by mail. Profit margin increased 
from the prior year. 

Total catalog sales, comprising sales bysftsi§l order and 
through catalog sales centers in stores, were $478.8 million in 
1973, up 23.4 per cent from S388.0 million in 1972. 


’ Percent 

(In millions) 1973 1972 Increase 

Belgium . $334.0 $262.5 27.3 

Italy. 14.5 9.2 56.9 

Total . $348.5 $271.7 28.3 


In local currencies, sales increased 12.8 per cent in 
Belgium and 60.6 per cent in Italy. 

European operations continued to experience a loss in 1973, 
although there was considerable improvement over the prior 
year in both countries 

Mtfi3issets of the European operations were $58.2 million 
at year end 1973, compared with $48.3 million atyear end 1972. 

Investment in unconsolidated subsidiaries was $279.2 million 

at year end 1973, compared with $236.8 million al year end 
1972. The following tabulation shows a breakdown of the invest¬ 
ment, stated at Penney’s equity in net assets: 

January 26 January 27 


(In millions) 1974 1973 

J. C. Penney Financial Corporation 

(see page 22) . $213.3 $177.2 

Consumer financial services companies . 63.5 53.8 

JCP Realty, Inc. 1.8 1.7 

Other. .Q 4.1 

Total. $279.2 S236.8 


Catalog salos centers contributed to divisional sales as follows: 

Percent increase 
Com- 

(In millions) 1973 1972 units Emils'"’ 

Penney stores 

Full line. $133.8 $ 98.3 36.1 24.0 

Soft line. 243.1 200.7 21.2 18.6 

The Treasury stores 

and drug stores .. _.8 — — — 

Total . $377,7 $299.0 26.3 20.3 


The number of catalog sales centers in stores at each year 


end is shown below: 

(Number of units) 1973 1972 

•ii^'ennoy stores 

W Full line. 259 236 

Soft line. 968 89§: 

The Treasury stores and drug stores . 16. — 

Total. 1,243 1,131 


European operations consist of stores in Belgium and Italy. 

In Belgium, 85 stores were operated under the name Sarma, 
selling food, general merchandise, and apparel. These stores 
average 19,000 square feet of net selling space. Approxi¬ 
mately 36 per cent of net selling space has been opened 
within the past three years. Belgian operations also include 
sales to franchised stores, which numbered 220 at year end. 
Food represented 61 per cent of total volume in 1973. 

In Italy, four stores were operated under the Penney 
name, offering principally apparel and household textile mer¬ 
chandise, with an average of 47,000 square feet of net 
selling space. The Italian operations began in 1971. 

The following table shows a breakdown of European sales, 
which exclude value added taxes: 


Consumer financial services, which consist of the operations 
of insurance companies, contributed $9 9 million to not income 
in 1973, compared with S9 8 million in 1972. Improved 
results in life, accident, and health direct mail operations were 
offset by the effects of automobile insurance rate reductifpcT 
and lower margins on certain other lines of health insurance. 

The merger with The Educator & Executive Company added 
automobile and homeowners’ casualty insurance to the financial 
services ottered by Penney subsidiaries. Great American Reserve 
Insurance Company and the two JCPenney insurance com¬ 
panies otter life, accident, and health insurance plans nationwide. 

At the end of 1973, life insurance in force totaled $2 2 billidhy 
There were approximately 507,000 life, accident, and health 
insurance policyholders, excluding these covered under group 
plans. Automobile and homeownerpolicyholderstotaled 184,000. 

Combined condensed financial statements of the insurance 
operations, in accordance with generally accepted accounting 
principles, are as follows: 


Statement of income 

• (In millions) 1973 

Premiums written 

Life and health . $55.9 

Fire and casualty. 25 6 

Total. $81.5 

Underwriting income 

Life and health . $ 3.0 

Fire and casualty. 2.0 

Total. 5.0 

Investment income 

Life and health . 7.0 

Fire and casualty. 1.9 

Total . 8.9 

Income before income taxes. 13 9 

Income taxes. 4 0 

Net income . $ 9.9 


1972 


$50.4 

22.8 

$73.2 

$ 3.1 

3.1 

6.2 

5.8 

1.9 
7.7 

13.9 
4.1 
$ 9.8 
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J. C. Penney Financial Corporation purchased $2.3 billion of 
customer receivables fr^ft-ftenpey in 1973, up fij§jpS2.0 billion 
in 1972. Firtijgfeia! withholds, pending collection, an amount 
equal to 5 per cent of the receivables so acquired. In addition, it 
charges a discount which is calculated to produce earnings 
that cover fixed charges, chiefly interest on borrowings, at 
least one arttfOfHQjhalf times. 

To finance its purchases of receivables, this subsidiary sells 
its short term notes (commercial paper and master notes) at 
prime market rates directly to investors, utilizes short term bank 
borrowings, and from time to time issues long term debt. 
Average commercial paper and master note borrowings in 1973, 
net of short term investments, were $784.8 million, compared 
with $660.3 million in 1972. Interest expense increased sharply, 
principally as a result of higher short term rates, which aver¬ 
aged 8 2 per cent in 1973, compared with 4.5 per cent in 1972. 
The rate of interest paid on total debt averaged 8.0 per cent, 
up from the 1972 average of 5.0 per cent. 

During 1973, Penney made a capital contribution of SI 5 million 
to Financial. 

Following is the comparative condensed bataaoesheet of 
J. C. Penney Financial Corporation: 


(In millions) 

January 26 

January 27 
1973 

Assets 

Customer receivables. 

.$1,252.8 

$1,098.2 

Other assets. 

. 11.4 

27 

Liabilities 

SL264 2 

$1,100.9 

Notes payable. 

.$ 759 9 

$ 686.6 

Accrued liabilities. 

. 166 

79 

Due to J. C. Penney Company 

■, Inc . 62 6 

54.9 

Long term debt. 

. 2118 

174 3 

Equity ofitklj. Penney Compa 

ny, Inc. 213 3 

177.2 


$1,264 2 

$1,100.9 


Financial's obligations are not guaranteed by Penney. At year 
end, there were confirmed lines of credit With 507 banks totaling 
$795.5 million available to cither Penney or Financial, none of 
which was in use. 

The complete financial statements of J. C. Penney Financial 
CorporationWfccnyitained in its 1973 annual report, which 
will be made available upon request. 

Interest expense increased to S89.7 million in 1973, from 
$59.8 million in 1972, largely as a result of sharply higher short 
term interest rates. The following table details the principal 


components of interest expense: 

(In millions) 1972 

Discount on custompftftceivables sold to 

J. C. Penney Financial Corporation. $108.8 $57 4 

Interest on advances from J. C. Penney 

Financial Corporation. 8.4 6.7 

Intelest on Joa^f^rm debt. 17.6 16.1 

Other interest, net. .8 5.0 

135.6 85.2 

Less 

'Income of J C. Penney Financial 

Corpomlion before income taxes .. 40.6 21.9 


Capitalized interest on construction in 

progress and land held for future use 5.3 3 5 

45.9 25.4 

Total interest expense. $ 89 7 $59 8 


Merchandise inventories rose to $1,130.0 million at year end, 

an increase of 8.7 per cent over the $1,047.1 million at year 
end 1972. The increase in inventories was due to higher 
volume and merchandise in new stores. 

Working funds increased $70.4 million during 1973, compared 
with an increase cf $178.0 million in 1972. Working funds con¬ 
sist of current assets less current liabilities, excluding deferred 
credits, principally tax effects applicable to installment sales. 
Following is an analysis of changes in 'working capital and 
working funds: 


(In millions) 

1973 

1972 

Cash . 

$(16 2) 

3(10.3) 

Receivables n$t. J „ x „ H .,., ,. JJt .. i,.. 

68.6 

36 8 

Merchandise inventories. 

90;® 

167 7 

Properties to bo sold under sale 
and leaseback agreements. 

(17.2)1 

8 4 

Prepaid expenses . 

8.2 

38 

Accounts payable and accrued liabilities 

(55.6) 

(56.8) 

Dividend payable. 

(1.0) 

(.7) 

Due to unconsolidated subsidiaries .... 

— 

1 0 

Income taxes and deferred credits. 

(37.5) 

(8.7) 

Increase in working capital. 

40 2 

141.2 

Deferred credits, principally tax effects 
applicable to installment sales. 

30.2 

36 8 

Increase in working funds. 

$ 70 4 

$178.0 

Properties at year end were as follows: 

January 26 

January 27 

(In millions) 

1974 

1973 

Land . 

S 43 8 

$ 35 8 

Buildings . 

174 8 

163.9 

Ti-tatS' 

609.4 

548 1 

Leasehold improvements. 

101 2 

87 5 

Construction in progiess and land 
held for future use. 

92.1 

60.4 


1,021.3 

895.7 

Less accumulated depreciation and 
amortization. 

326.0 

291.7 

Properties, net . 

$ 695 3 

$604.0 


In 1973, Penney sold 16 store properties for $68.7 million 
and leased them back. These transactions had fleet on 
net income. 

Capital expenditures in 1973 totaled $209.6 million, up from 
$185.5 million in 1972. Included in this amount were expendi¬ 
tures of $24.9 million to modernize and renovate older stores. 
The following tabulation shows 1973 and 1972 capital expen¬ 
ditures: 


(In millions) 

1973 

1972 

Land . 

. $ 6.3 

$ 15.5 

Buildings . 

37.5 

79.9 

Fixtures and equipment. 

89.3 

80.9 

Leasehold improvements. 

12.5 

18.6 

Construction in progress and land 
held for future use. 

64 0 

(9 4) 

Total capital expenditures. 

. . $209.6 

$185.5 


Capital expenditures by landlords were approximately 
$80.0 million in 1973, compared with $85.0 million in 1972. 
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Stockholders' equity rose to $1,313.9 million at year end 1973 

from $1,153,S million at year end 1972. 

The return on stockholders’ equity declined to 16.1 per cent 
in 1973 from 16.6 per cent in 1972. 

The following table shows the changes that occurred in 
outstanding common stock: 



Thiifttfnber of stockholders increased to apj$js$h 



Employment at year end totaled approximately 200,000, of 
whom 189,932 were employed in the continental United States 
A summary based upon the Company’s consolidated Employer 
Information Reports EEO-1 for 1973 yearend to the United 
States Equal Employment Opportunity Commission is 
shown below: 



Included among the officials, managers, and professionals 
were 2,866 management tra.nees, of whom 842 were female 
and 298 were minority. 

Copies of the Company's consolidated Employer Information 
Reports EEO-1 for 1973 year end will be made available 
upon request. 
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Rollrement plans. Retirement expense was as follows: 

(In millions) 1973 1972 

Pension. S17.8 S17.7 

Savings and profit-sharing. 15.2 13.5 

Total . $33.0 $31.2 


The Company's principal pension plan covers substantially all 
United States employees who have completed 30 months of 
continuous service. The current pension plan, which became 
effective January 1, 1972, is noncontributory. Participant contri¬ 
butions to the prior pension plan, with accumulated interest, 
are, at the option of participants, either being refunded or being 
transferred to the savings and profit-sharing plan. 

Current pension costs are funded annually as incurred, and all 
vested benefits are fully funded. The unfunded past service 
liability at year end was $26.4 million. The estimated annual 
rate of future income from pension plan assets was increased 
to 5 per cent in 1973 from the 4 per cent previously in effect. If 
the 5 per cent rate had been in effect in 1972, pension expenses 
would have been approximately SI 5.8 million in that year. 

The savings and profit-sharing plan encourages savings by 
allocating 4 Vb per cent of the Company's profit before Federal 
income tax to participants who save under the plan 
Condensed financial statements of the combined retirement 
plans are as follows: 


Balance sheet 


Doer 

(In millions) 

mbcr 31 
1973 

Docombor 31 
1972 

Assets 

Penney common stock at market 
value: 3,832,358 shares in 1973; 

3,618,161 shares in 1972 . 

$275.0 

3327.0 

Funds with insurance companies . . . 

119.8 

128.2 

Other investments at market value .. 

76.2 

90.6 

Other assets, net. 

31.4 

34 2 


$502.4 

S580.0 

Liabilities 



Refunds due to participants. 

S 15.1 

$ 32.1 

Reserved for pensions: 

Retired participants. 

6.1 

4.4 

Active participants. 

58.8 

62.8 

Participants' equity in savings 

and profit-sharing plan. 

422.4 

480.7 


$502.4 

$580.0 

Statement of changes in retirement plans assets 


(In millions) 

1973 

1972 

Total assets at January 1. 

$580.0 

$481.7 

Company contributions. 

33.1 

33.2 

Participants' contributions . 

33.5 

31.9 

Contributed assets of acquired plans .. 

- 

1.7 

Dividends, interest, and other income . 

12.2 

12.0 

Market appreciation of investments . .. 

(90.9) 

68.3 

Participants' contributions refunded .. 

(13.1) 

(3.6) 

Benefits paid . 

(52.4) 

(45.2) 

Total assets at December 31 . 

S502.4 

$580.0 


Stock bonus plan. Under the Company's stock bonus plan, 
59,233 shares of common stock were earned in 1973, compared 
with 133,912 in 1972. This plan expired at year end. 

The Board of Directors adopted a new stock bonus plan, effec¬ 
tive January 27, 1974, subject to approval by the stockholders 
at the annual meeting to be held on May 21, 1974. Under this 
plan, 407,000 shares of common stock will be reserved for 
issuance under awards to employees. Awards will be available 
to be earned during one or more of the three fiscal years 
beginning with 1974. 


Stock options. At January 26,1974, there were 52,584 shares 
of common stock reserved for qualified stock option plans 
as follows: 


1973 


1972 


Option 

Shares price range 


Balance at 
beginning 
of year .... 
Exercised ... 

Expired . 

Balance at end 
of year .... 


116,225 $22.59-53.25 
(62,807) 22.59-53.25 
(834 ) 23.70-27,03 

52,584 $24.02-53.25 


Option 

Shares price range 


251,757 $22.59-53.25 
(134,371) 22.59-53.25 
(1,161) 24.02-53.25 

116,225 $22.59-53.25 


Options for 45,589 shares we re exercisable at the end of 
1973, and no additional options may be granted. 

The Board of Directors has adopted a new stock option plan, 
subject to approval by the stockholders at the annual meeting 
to be held on May 21, 1974. Under the plan, 1.1 million shares of 
common stock will be reserved for issuance upon the exercise 
of options granted. 


The Company's Form 10-K annual report for 1973 to the 
Securities attci Exchange Commission will be made available 
upon request. 


Product safety is a major concern of 
our design group. Working with man¬ 
ufacturers and our own merchandise 
testing center, our designers help 
assure the proper placement of con¬ 
trols, the legibility and clarity of in¬ 
structions, and the effectiveness of 
safety devices such as a blade guard 
for a radial arm saw. 
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Statement of Income 
Statement of Reinvested Earnings 


J C Penney Company, Irfi- 


Statement of Income 


52 weeks ended 52 weeks ended 

January 26, 1974 January 27, 1 973 


Sales 


56,24 3, 677,392 


55,529,621,697 


Costs and expenses 

Cost of goods sold, occupancy, buying, and warehousing costs. 4,459,473,376 

Selling, general, and administrative expenses. 1,348,497,753 

Interest, after deduction of income of J C. Penney Financial Corporation 
before income taxes. 89,672,721 

Total costs and expenses. 5,897,643,850 


3,947,282,521 

1,211,380,650 

59,763,739 

5,218,426,910 


Income before income taxes and other unconsolidated subsidiaries. 346,033,542 

Income taxes. 170,275,0 00 


311,194,787 
155,320,000 


Net income before other unconsolidated subsidiaries. 175,758,542 155,874,787 

Net income of other unconsolidated subsidiaries. 10,010,904 10,238,426 


Net income 


5 166,1 


13.213 


Per share of common stock 


Primary. S3 19 52 88 

Fully diluted. 3 18 2.87 


Statement of Reinvested Earnings 


Reinvested earnings at beginning of year 
J. C. Penney Company, Inc , as previously reported 

The Educator & Executive Company. 

Restated. 

Net income for the year. 

Dividends. 


5 864,277,077 
7,518,695 
871,795,772 
185,769,446 
(64,548,952 ) 


5 761,100,305 
4,188,276 
765,288,581 
166,113,213 
(59,606,022) 


Reinvested earnings at;4Jtj@ rdf year 


$ 


993,016,266 




871,795,772 


See 1973 Review of Operations and Financial Information on pages 17 to 24 ai#2§tkBM| : j>f-'Of Accounting Policies on page 29 
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Balance SheeS 


J. C. Penney Company. Inc 


Assets 


January 26, 1974 January 27, 1973 


Current assets 



Receivables, net . 

Merchandise inventories . 

•p^perties to be sold under sale and leaseback agreements 
Prepaid expenses. 

Total current assets. 


S 28,786,680 
215,561,154 
1,137,973,715 
22,148,791 
47,090,759 
1,451,561,099 


S 45,016,423 
146,956,183 
1,047,064,287 
39,318,060 
38,925,098 
1,317,280,051 


Investment in unconsolidated subsidiaries 

Properties, net. 

Other assets. 


279,230,498 

695,256,078 

13,484,331 

52,439,532,006 


236,770,030 
603,983,174 
11,118,073 
52,169,151,328 


Liabilities and Stockholders’ Equity 


Current liabilities 


Accounts payable and accrued liabilities. S 602,746,104 

Dividend payable . 16,335,350 

Income taxes. 29,374,670 

Deferred credits, principally tax effects applicable to installment sales. 205,200,000 

Total current liabilities. 853,656,124 

Long term debt. 219,970,249 

Referred credits, principally tax effects applicable to depreciation. 52,000,000 

\§pbckholders’ equity 

Preferred stock without par value: Authorized, 5,000,000 shares—issued, none 
Common stock, par value 500: Authorized, 75,000,000 shares— 

issued, 58,527,405 shares. 320,889,367 

Reinvested earnings. 993,016,266 

Total stockholders’equity. 1,313,905,633 


52,439,532,006 


S 547,144,900 
15,343,706 
22,107,225 
175,000,000 
759,595,831 

216,856,393 

39,200,000 


281,703,332 

871,795,772 

1,153,499,104 

52,169,151,328 


See 1973 Review of Operations and Financial Information on pages 17 to 24 and Summary of Accounting Policies on page 29. 
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Statement of Changes in Financial Position 


J. C Penney Company, lr 


(In millions) 


52 weeks ended 52 weeks ended 
January 26, 1974 January 27, 1973 


Funds were generated from: 

Operations 

Net income . SI 85 8 

Undistributed net income of unconsolidated subsidiaries. (31.1) 

Depreciation and amortization . 61,0 

Deferred credits, principnll'jijPp effects applicable to depreciation. 1®fe 

Stock issued lo savings and profit-sharing plan. 14.1 

Stock issueu under stock bonus plan. 3.8 

Total . 246 4 

External sources 

Properties sold and leased back. 72 4 

Changes in properties to be sold under sole and leaseback agreements 

and other disposals . . (15.0) 

Increase in loncjtesm debt, excluding conveilible debentures reined . 4 3 

Stock issued to savings and proni-sharinn plan—employee purchases . 17 9 

Stock options exorcised. . 2.2 

Stock issued principally upon conversion of debentures. 12 

Total . 83 0 

Total funds generated . 329 4 


Funds were used for: 


Capital expenuituies . 209.6 

Retirement of conveilible debontuios . ... . 13 

Investment in unconsolidated subsidiaries . 11.4 

Change in other assets . 2 -1 

Total funds used . 289.2 

Increase in working capital . 40.2 

Increase in other deferred ctedils, principally tax effects applicable to installment sales. 30.2 

Increase in working funds . S 70 4 

See 1973 Review ol Operations and Financial Information on pages 17 lo 24 and Summary of Accounting Policies on page 29 


3166.1 
(21.6) 
52.5 
9.5 
16.2 

_93 

232.2 


125.6 

17.6 

21.9 

4.4 
15 2 
184 7 
416.9 


59 6 
185 5 

15.1 

18.1 
(2.6 ) 

275.7 

141.2 
36.8 
SI 78 0 


Accountants’ Report 


To the Stockholders and Board of Directors ol J. C. Penney Company, Inc. 


We have examined the balance sheet of J. C. Penney Company, 
Inc and consolidated subsidiaries as of January 26, 1974 and 
January 27, 1973, and the related statements of income, rein¬ 
vested earnings and changes in financial position for the 
52 week periods then ended. Our examination was made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and 
such other auditing proceduics as wc considered necessary 
in the circumstances. 

345 Park Avenue 
New York, N.Y 
March 18, 1974 
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In our opinion, the aforementioned financial statements present 
fairly the financial position of J. C. Penney Company, Inc. 
and consolidated subsidiaries at January 26, 1974 and January 
27, 1973, and the results of their operations and changes in their 
financial position for the 52 week periods then ended, in con¬ 
formity with generally accepted accounting principles applied 
on a consistent basis. Also, in our opinion, the accompanying 
statistical data on pages 30, 31, and 33 present fairly the infor¬ 
mation shown therein. 

Peat, Marwick, Mitchell & Co. 
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Ten Year Financial Summary 


J. C. Penney Company, Inc. 


1973 1972 1971 1970 1969 1968 i967 1966 1965 1964 


Results for year (In millions) 

Sales .$6,243 7 

Per cent increase from prior fitr . . 12.9 

Credit sales as per cent of sales. 39.4 

Income before income taxes and other 

unconsolidated subsidiaries.$ 346.0 

Per cent of sales. 5.5 

Net income .S 185.8 

Per cent increase from prior year ... 11.8 

Per cent of sales.•. 3.0 

Per cent of stockholders' equity .... 16.1 

Dividends.S 64.5 

Increase in reinvested earnings.$ 121.2 

Depreciation .S 61.0 

Capital expenditures .$ 209.6 

Per share results 

Net income—primary.$ 3.19 

-fully diluted .$ 3.18 

Dividends. $ 1.11 

Stockholders’ equity.S 22.45 

Common stock price range 

High .$ 101 

Low .$ 58 % 

Price-earnings ratio 

High . 35 

Low . 19 

Financial position at year end 

(In millions) 

Assets .$2,439.5 

Working funds.$ 803.1 

Customer receivables 
J. C. Penney Financial Corporation, 

net of 5 per cent withheld.$1,190.2 

J C. Penney Company, Inc., net .... $ 117.7 

Merchandise inventories . $1,138.0 

Long term debt.$ 220.0 

Stockholders' equity.$1,313.9 

Stockholders and employees 

Number of stockholders at year end .. 75,000 

Average number of shares 

outstanding (millions). 58.1 

Number of employees at year end . .. 200,000 


5,529.6 

14.9 

38.7 

311.2 
56 
166 1 

20.5 
3.0 

16.6 
59.6 

106.5 
52.5 

185.5 

2.88 

2.87 

1.05 

19.90 


98 % 
67 Vo 

37 

29 


2,169.2 

732.7 


1,043.3 

67.7 

1,047.1 

2169 

1,153.5 

74,000 

57.6 

175,000 


4,812 2 4,354.7 

10.5 11.3 

36.8 36.9 

265.6 219.9 

5.5 5.1 

137.8 115.1 

19.7 .3 

2.9 2.6 

18.1 16.8 

55.4 52.9 

82.4 62.2 

45.5 38.4 

237.2 213 4 

2 46 2.13 

2.43 2.07 

1.01 100 

17.50 14.06 

771/2 61 % 

60’/2 37% 

33 30 

28 18 


1,936.0 1,718.7 

554.7 492.0 


824.9 758.2 

46.5 29.4 

879.4 789.5 

210.1 326.7 

1,001.8 759.8 

71,000 69,000 

55.7 53.8 

162,000 152,000 


3,912.7 3,379.2 

15.8 155 

37.4 35.5 

231.3 237.3 

5.9 7.0 

114.7 111.8 

2.6 18.1 

2.9 3.3 

18.7 ||§6 

52 6 46.5 

62.1 65 4 

34.9 28.8 

175.8 127 7 

2.14 2.10 

2.08 2.06 

1.00 .90 

12.75 11.47 

57% 51 

44 27% 

27 25 

21 17 


1,478.8 1,210.6 

407.7 422.1 


674.8 532.5 

25.7 56.7 

717.3 616.5 

171.6 1254). 

686.2 614.2 

67,000 62,000 

53.6 53.3 

137,000 119,000 


2,927.0 2,702 8 

8 3 12.2 

35 4 33.2 

177.5 156.5 

6.1 5.8 

94 7 82.6 

14 6 2.1 

3.2 3.1 

19.2 18.2 

'46,ft 43.8 

48 9 38 8 

27.0 24.0 

111.0 71.4 

1.78 1.55 

1.78 1.55 

.90 .86 

10.19 9 26 

35% 32% 

28% 24% 

22 20 

17 16 


956.9 849.6 

277.0 297.3 


483.2 439.9 

13.8 12.7 

487.0 491.0 

543.7 492.6 

58,000 58,000 

53.2 53 2 

104,000 102,000 


2,407.9 2,155.1 

11.7 14.1 

31.4 29.2 

152.1 133.2 

6.3 6.2 

80.9 69.3 

16 8 23.8 

3.4 3.2 

19.5 18.0 

43.5 37.8 

37.4 31.5 

20.1 17.3 

46.4 40.5 

1.55 1.34 

1.55 1.34 

.86 .75 

8.53 7 82 

39% 35% 

30% 22 

29 29 

20 22 


747.2 669.6 

295.7 273.0 


298.7 188.0 

63.0 101.1 

390.8 319.7 

453.7 416.0 

58,000 56,000 

53.2 53.2 

88,000 78,000 
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Ten Year Operations Summary 


C. Pi 


Penney stores—full line 

Q : ofs,orcs •••• 

K~ft selling space (mill 


Penney stores—soft line 



Catalog 


The Treasury stores 


Drug stores 



Supermarkets 

Number of Slip 
(H)t selling spr 
sales (miljians: 


European operations 
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’ Star© Soace Opened , 
in Fiscal 1373 ' 


•••. VVsirdssfgR'sdstors'fixlurps enable 
choppers to determine easily the■■ ;; 
assortment, styles, and colors of mer¬ 
chandise -• - 

the presentation of merchandise ■ 

'■ vvlihourC’oiTTpetiny vvitu fh-Tnls versa-, 
tile, mobile dlspfayer provides £ con- ■ 
’ temporary note wherever, it’s used In , 
the store. 


Grass'fsquars.fc 
(in thous 


.. Penney etc 

Feb. 15 

. •• Springfield, Virginia (Springfield Mall) .......... 

A. . 222' 

Mar. 

’ ;7 

Orem,.Utah (University Mall) . /.. 

' ‘173 

Mar. 

14 

'North Little Rock,-Arkansas (McCain Shopping Center) .. 

149 

Mar. 

*21 

~ ‘"Arnes, Iowa (North Grand Shopping Center). 

. ‘ . 105 

Mar. 

28 

'Roanoke, Virginia (Tanglewood Mall) ... 

140 

Mar; 

.28 

“San Bernardino, California (Central City Mall). 

241 

Apr. 

25 

■•Whittier, California (Whittwood Shopping Center) .. 

223 

July 

It 

“Davenport, Iowa (Northpark Shopping Center) .. 

223. 

July 

25 

.“Duluth, Minnesota (Miller Hill Mall) . 

;! _ 181 

: Aug. 

1 

“Fond du Lac, Wisconsin (Forest Mall) ..... ;,...... 

Ni ' 76 

Aug. 

1 

“Alexandria, Louisiana (Alexandria Mall) .............. 

143 

Aug. 

Aug. 

1 



9 

“Matteson, Illinois (Lincoln Mall) . 

161 

Sept. 

12 

'Laredo. Texas (River Drive Mall) .. 

129 

Oct. 

3 

“St. Helens, Oregon.. 

10 

Oct. 

17 

- -“Lanohorne, Pennsylvania (Oxford Valley Mall). 

226 

Oct. 

24 

Massaoequa, New York (Sunrise Mall)... 

204 

Oct. 

31 

Ann Arbor, Michigan (Brlarwood Shopping Center). 

176 

Oct. 

31 

Atlanta, Georgia (Cumberland Mail). 

181 

Oct. 

31 

Hampton, Viroinia (Coliseum Mall)... 

218 

Nov. 

1 

'East Brunswick, Now Jersoy (Brunswick Square). 

22^ 

Nov. 

7 

"“Spokane, Washington. 

177 

Jan! 

2' 

, “Peoria, Illinois (Northwoo’ds Shopping Center). 

' 175 

Jan. 

2 

Middletown, New York (Orange Pla.-a.Shopping Center) .. 

140 

Jan. 

9 

“Brownsville, Texas (Amigoland Mall). 

136 

Jar|* 

23 

'Augusta, Maina.'. 

18 

Jan. 

23 

“Bradenton. Florida (Do Soto Square). 

103 

The Treasury stores 

Mar. 7 Miami,.Florida. 

178 

Mar. 

.. 7 

Lauderdale Lakes, Florida. 

178 

European operations . . 

Fpbrsrv'rv^ .... .-............... -... 

• . 37 

Sept. 

26 

. Kuume, Belgium . , 

126' 

Nov.. 

14 . 

Gerival, Belgium .'. .. .V........ 

' • 23 ) 

Drug stores 

(24 stores opened) ..i,...■. 

274 

Supermarket (2 stores bDorisd). . ■ 

50 

-cKpan 

ions 

and oihsr additions ..... . ... , 

. 162 ■ 


Gross store space opened v. !.; : ......... 

Less store space closed (42 units}. . . '. 

. Increased.gross square feet.... 

Increased square feet of net selling space y 

"Relocation of exiling store. - 


5,224 

1,376 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 


























J, 0 ^rtn©y^Coiin{3a«y, Incv 


Directors 

Louis L. Avner 
Thrl;i Drug Company 
Kenneth S. Axelson . 

Vico President 

William K. Barry 
Vico President 
William M. Batten 
Chairman of the Board 
William M. Ellinghaus* 
President, 

Now York Tolophone Company 
Jack B. Jackson 
President 

Ray H. Jordan* 

Retired, 

formoMy president, . 

J. C. Ponnoy Company, Inc. 

Vernon E. Jordan, Jr. 

Executive Director, 

National Urban League 

Juanita M. Kreps* 

Vico Prosldont, 

Duke Univarsity 

Waiter J. Neppl 

Executive Vice President 

Donald V. Seibert* 

Vico Frosidsnt 

Charles T. Stewart 

Vico president. 

George S. Stewart 

Cecil L, Wright* 

. Retired, 

formerly President, 

J. C. Pennoy Company, Inc, 

Walter B. Wrlston* 

Chairman, ' 

First National City Bank and - 
First National City Corporation 


Officers 

William M. Batten . 

Chairman of the Board 

Jack B. Jackson 

President 

Walter J. Neppl 
■ Executive Vico President ■ 
Robert L. Adair *' 

. Vice President ond Controller 


Kenneth S. Axelson 

Vico Prosldont and Director of rinanco 

and Administration - 


George M. Stone 
Vico President and Director of 
Government Rotations 


WilliarrvK. Barry 

Vico Prosldont and Director 
of Merchandise 


.Marvin L. Tanner 

Vico Prosldont and 
Southwestern Regional M&nagor 


Andrew Gumming 
Vico President and 
Diroctor of Personnel 


Robert R., Van Kleek 

Vico President and 
Wc-.dirn Regional Managor 


Robert B. Gill 

Vico President ond General Merchandise 
Manager ot Homo and Automotive Linos 

Wallis G. Hocker. 

Vice President and 
Gonoral Credit Manager 

Galsn R. Hogenson 

Vico President and General Merchandise - 

ManagorotApparol Linos 


Paul R. Kaltinick 
Albert W. Driver, Jr. 

Secretary 

John B. Hebard 
Assistant Tronsurer 
Paul! F. Hubbard 


Baldwin L. Humm 
Vied President and Director 
of Catalog Sales and Operations 

Oscar J. Hunter 
Vico President end 
Eastern Regional Manager 

Arthur Jacobsen 


Archibald E. King, Jr. 
Assistant Secretary 
J. David Silvers 

Elting H. Smith 


Vico Pr 
Concur 


Diroctor of 
Services 


J, C. Penney Company, Inc, and 
Managing Diroctor, 
Sarma-Pennoy Ltd, 


William A, Perry 
Vico President and 
Control Regional Manager 

Stanley J. Putman 

Vice Presldontand 

Southeastern Regional Manager •; 

Foster E. Sears 


Donald V. Seibert 

Vice President und Director of 

Corporato Planning und Development 


Charles T.'Stewart : ’ 


Vico Prosldont, Gonoral Counsel ana 
Diroctor of Public Atfelrs 


Georgo 3. Stewart 

Vico President und Director of Corporato 

Facilities and Services 


E. Harlln Smith 


John F. Wood 

Assistant Controller 


Transfer Agents 


Chemical Bank 
770 Broadway 

New York, Now York 10003 , 

The Northern'Trust Company 
50 South LaSalle Street- --- 
Chicago, Illinois 00690 * 

Registrars 

The Chase Manhattan Bank, NA 
1 Chase Manhattan Pfaza . „. 
New York, Now York 10015 


Continental Illinois National Bank 
and Trust Company of Chicago 
231 Soulh LaSshe Street 
Chicago, Illinois 6C-6S0' 


Exchange Listings 


Now York Stock Exchange 


Brussuh; and Antwerp 
Stock Exchanges 


"Mombor of the Audi! Commlttno 
ol the Board of Directors • 
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